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STEAMSHIP "MAETHA WASHINGTON." 



WEDNESDAY, DECEMBEB 15, 1920. 

United States Senate, 
Committee on Foreign Relations, 

Washington^ D. 0, 
The committee met at 10.30 o'clock a. m.. Senator Henry Cabot 
Lodge presiding. 

Present: Senators Lodge (chairman), Brandegee, Knox, New, 
Moses, Hitchcock, Pomerene, Smith, and Pittman, of the committee, 
and Senator Jones of Washington. 

There appeared before the committee Hon. Charles E. Hughes and 
Mr. Edward Sandford. 

The Chairman. Judge Hughes has requested to be heard by the 
committee this morning upon the bill S. 4445, which is as follows : 

A BILL To provide for the transfer of the steamship Martha Washington, to Cosulich 
Societa Triestina di Navlgazione, an Italian corporation of Trieste, and directing the 
United States Shipping Board to make delivery of the said steamship and to determine, 
award, and pay Just compensation for use of the said steamship. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assemhled, Tliat all the right, title, and interest of the 
United States in and to the passenger steamship Martha Washington, which 
steamship was taken over by the United States by virtue of an Executive order 
of tlie President dated May 11, 1918, made pursuant to the joint resolution ap- 
proved May 12, 1917, be, and it hereby is, transferred and vested in Cosulich 
Societa Triestina di Navigazione, an Italian corporation of Trieste. 

Sec. 2. That the United States Shipping Board is hereby autliorized and 
directed to deliver the said steamship Martha Washington in good ordei* and 
condition and free and clear of liens to the said Cosulich Societa Triestina di 
Navigazione at the first port at which she shall arrive after the passage of 
this act, or, if that be inconvenient, at such other port as may be mutually agreed 
upon by the United States Shipping Board and said Societa Triestina di Navi- 
gazione. 

Sec. 3. That the United States Shipping Board is further authorized and 
directed to determine and to award to Cosulich Societa Triestina di Naviga- 
zione just compensation for the use of the said steamship from May 11, 1918, to 
the date of delivery thereof as above provided. 

Sec 4. That the United States Shipping Board is further authorized and 
directed to pay the amount awarded to Cosulich Societa Triestina di Naviga- 
zione out of any unexpended moneys now or hereafter appropriated for the pay- 
ment of claims or compensation for the use of vessels. 

I have received from the Department of State a communication in 
regard to this matter, which I will read. It is as follows : 

Department of State, 
Washington, December 8, 1920, 
My Dear Senator Lodge : Confirming my telephone conversation of this morn- 
ing, in reply to your letter of December 6, I am writing you informally certain 
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4 STEAMSHIP MARTHA WASHINGTON. 

information witli regard to the Martha Washington and the proposed legisla- 
tion directing its delivery to its original owners. I am adding my tentative views 
pending an opportunity to notify you officially of the position of the department 
after further study of the mutter. 

The steamship Martha Washington was owned before the war by an Austrian 
corporation domiciled at Trieste. The information on hand indicates that the 
majority of the stock was held by citizens of Trieste (Austro-Hnngarians), but 
of Italian blood. Apparently about 12 per cent of the stock was owned by 
Italian citizens. The ship was of Austrian registry and sailed under the Aus- 
trian flag. 

The vessel was requisitioned Aupust 31, 1917, in the port of New York by the 
Shipping Board as a neutral vessel subject to requisition under congressional 
authority. On May 11, 1918, the title to the vessel was taken over by the United 
States pursuant to an Executive order issued under authority of the joint reso- 
lution of Congress of May 12, 1917. 

Compensation for the use of the vessel was awarded the Trieste corporation 
by the Shipping Board on April 16, 1920, covering a period from August 31, 
1917, to INIay 11, 1918. The award amounted to $571,450, subject to a guaranty 
on the part of the corporation to reimburse the Navy Department for the cost 
of repairs made to the vessel. It will be noted that the amount included com- 
pensation for the use of the vessel from December 7, 1917, the date of the 
declaration of war against the Austrian Empire, until the date of the taking 
over of title by the United States. I believe that the sum above stated was 
paid to the corporation, the right of seizure of the moneys awarded being waived 
by the Alien Property Custodian with the approval of the Department of State. 

Subsequently it was argued by the law tirm of Height, Sanford, Smith & 
Griffin, counsel for the corporation, that comixmsati(m for use should be paid 
for the period from May 11, 1918, to date, and that the ship should be returned 
to its former owners, since Trieste for all practical purposes has become an 
Italian city, and the corporation at some time subsequent to the armistice had 
been recognized by the Italian Government as an Italian organization. Mr. 
Attolico, the Italian high commissioner to this country, admitted that tech- 
nically the United States had the right to retain the vessel, but that equitable 
considerations and dictates of policy should move the United States to return 
the ship to Italy. 

The department took the position in substance that the vessel became the 
proi^erty of the United States on May 11, 1918, and that compensation was not 
due for the use of the vessel from that date, and that the department could 
not consider recommending to the President, as had been suggested, that he 
vacate his order authorizing the acquisition of the title of the vessel, since 
the disi)osition of ex-enemy property seized during the was war a matter for 
congressional action. No recommendation was made by the department that 
the matter be presented to Congress. Oh the other hand, Mr. Sanford, of 
the law firm mentioned, was advised that it was entirely possible that Con- 
gress might not desire to take action on such a matter pending consideration 
of the whole matter of the disposition of ex-enemy property. In addition it 
was pointed out that the so-called Wilson-Lloyd-George shipping agreement, 
dated May, 1919, now before the Senate, might, if ratified, obligate the United 
States to make certain payments to the Reparation Commission in connection 
with the acquisition of the vessel. 

An expression of opinion regarding the proposed legislation would seem to 
fall somewhat beyond the scope of the function of this department, but I 
venture to suggest tentatively the following considerations : 

The return of this vessel would undoubtedly be deeply appreciated by the 
Italian people. The owners of the vessel — the corporation and the majority 
of its stockholders — though enemies during the war — are now Italian nationals. 
The joint resolution of May 12, 1917, which authorized the seizure of the vessel, 
contemplates the payment of compensation. In view of the circumstances of 
the case the vessel might well be ultimately returned in lieu of compensation. 
On the other hand, the return of the vessel should be carefully considered in 
its relation to the larger question of the treatment of seized property belonging 
to persons formerly of the enemy nationality, but now citizens of friendly 
nations under the terms of the treaty of Versailles. The delivery of the vessel 
should be considered with reference to the terms of the Wilson-Lloyd-George 
agreement. 

Personally I am inclined to believe that, should the agreement be ratified, 
arrangements could be made ^^'ith the Reparation Commission, when the dis- 
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position of enemy shipping has been more definitely arranged, looking to the 
waiver of any payments by the United States to the commission in connection 
with this vessel. It would undoubtedly be possible to arrange with the cor- 
poration to guarantee the United States against any further payments. I may 
suggest in addition that the corporation would not appear to be entitled to 
compensation for the use of the vessel from May 11, as provided in section 3 
of the bill, because the vessel has been undoubtedly American property since 
that date. The payment of compensation for this period might involve an 
unfortunate precedent. In conclusion it would seem that the obligation of the 
corporation to reimburse the Navy Dei>artment for expense of repairs made on 
the ship might well be made a condition precedent to the delivery of the vessel. 

I am, my dear Senator Lodge, 
Very sincerely. 

Van S. Merle-Smith. 

Hon. H. C. Lodge, 

United States Senate. 

Mr. Merle-Smith has had charge of that. 

Now, Judge Hughes,' the committee will be very glad to hear you. 

STATEMENT OF HON. CHARLES E. HUGHES. 

Mr. Hfgiiks. Mr. Chaiiman and gentlemen of the committee, I 
appear as counsel for the Italian corporation, the Cosulich Societa 
Triestina di Navigazione, in support of its petition that this measure 
be enacted, for the return of the steamship Martha Wa.shington to 
the Italian corporation and for the awarding of just compensation 
for its use. 

Broadly speaking, the ground of this petition is that this is in truth 
an Italian ship and should be restored to Italian ownership. 

The ship Martha Washington was built in 1908, and was registered 
at Trieste. It was owned by a corporation which had been organized 
and controlled by Italians; that is, by those of Italian blood. This 
corporation had its seat at Trieste; that is, it was organized and es- 
tablished at Trieste. As I said, it was organized by chose who were 
Italians in fact, although unwillingly at the time they were the sub- 
jects of the Austria-Hungarian Empire. 

As you know, the port of Trieste was a port of what has been 
called Italia Irredenta — unredeemed Italy. It was a part of the 
Austrian Province that at the time of the outbreak of the European 
war was known as the Province of Litorale. 

Of course, such a corporation, organized at Trieste, was techni- 
cally an Austrian or Austria- Hungarian corporation, and this ship 
flew the Austrian flag. 

At the time when we entered the war the Martha Washington was 
in the port of New York. 

In August, 1917, when we were not yet at war with the Austrian 
Empire, when we had not yet formally declared a state of war with 
the Austrian Empire, this ship was seized and requisitioned by the 
Shipping Board as the ship of a neutral nation and >yas (^erated as 
a transport, having been requisitioned by the Shipping Board and 
turned over to the War Department for the purpose of carrying 
troops. 

On May 11, 1918, some months after we had declared a state of 
war with Austria, the ship was requisitioned for title — ^that is, title 
was taken by the United States by Executive order under the joint 
resolution authorizing such taking which had been approved in May, 
1917. 
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I suppose you have before you a memorandum which has been 
filed by me on behalf of the Italian corporation. You will find in 
Appendix B, on page 19 — I do not now refer to the short memoran- 
dum but to the long brief — the Executive order by which this ship 
was taken on May 11, 1918. You will observe that this Executive 
order sets forth in full the joint resolution under which the President 
acted, and it contains the recital that this ship was flying the flag of 
and was under the register of the Empire of Austria-Hungary, or 
of a political subdivision or municipality thereof, and it was there 
ordered that through the United States Shipping Board therefore 
be taken over to the United States the possession and title of the 
aforementioned vessel. 

The Chairman. How large a vessel was the Martha Washington? 

Mr. Ht^GHES. Eight thousand three hundred and twelve tons gross. 

Later, when the question came before the Shipping Board, com- 
pensation was awarded to the Italian corporation, which I shall de- 
scribe more fully in a moment, in two parts — first compensation for 
the use of the vessel from the time it was originally requisitioned for 
use in August, 1917, down to the time of the declaration of a state 
of war with the Austria-Hungarian Empire. 

Senator Pomerene. Will you state that again, please? 

Mr. Hughes. I say the Shipping Board provided for the payment 
of compensation for the use of the vessel, in two parts, one part cov- 
ering the period from the time that the vessel was originally requi- 
sitioned for use in August, 1917, down to the time when the United 
States declared a state of war with the Austria-Hungarian Empire. 

Senator Moses. Four months. 

Mr. Hughes. Yes ; and the second part for the residue of the use, 
from the time of the declaration of a state of war with the Austria- 
Hungarian Empire down to May 11, 1918, when this Executive order 
transferred the title to the United States. 

Senator Smith of Arizona. How did they come to that compensa- 
tion? 

Mr. Hughes. That is set forth in the report and order of the Ship- 
ping Board, which you will find in Appendix C to the brief. 

Senator Smith of Arizona. I find it here. I just wanted to get the 
information. 

Mr. Hughes. You will observe there the basis for this award. I 
am interested now only in pointing out the period which was covered 
by that award. 

The recommendation of the Shipping Board with respect to the 
disposition of the ship and with respect to the compensation for the 
use of the ship after the date when the title was taken by the Execu- 
tive order is set forth on page 23 of the brief, and I may briefly read 
it. (Reading:) 

After hearing: and consideration of the claim this committee recommends 
tliat the chumants be remitted to the State Department to estabUsh the Italian 
citizenship of the claimant as a pierequisite to the delivery of the vessel and 
compensation therefor after May 11, 1918. 

Thereupon the matter was taken up with the State Department, 
and the State Department, as I understand it, was fully satisfied 
of the Italian citizenship of the claimant ; that is to say, all the facts 
that underly this petition were established to the entire satisfaction 
of the State Department. That, as I take it from the reading of the 
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letter from the State Department to the chairman of the committee, 
sufficiently appears. 

Senator Lodge. Yes. 

Mr. Hughes. And can not be the subject of controversy. 

The State Department, however, very naturally took the position 
that as title to the vessel had been taken under the joint resolution 
of Congress, and by the Executive order pursuant to the resolution, 
the transfer of the ship to the Italian owners could not be effected 
except by an act of Congress. 

Senator Moses. Mr. Hughes, is there anywhere in this pamphlet 
of yours a resume of the finding of the State Department with ref- 
erence to the Italian citizenship ? 

Mr. Hughes. Before you came in, Senator, the chairman of the 
committee read a letter from the State Department, and, as I under- 
stand, that letter makes that point clear. 

The Chairman. I think there is no dispute at all that the present 
ownership of the corporation is composed of Italian citizens. 

Senator Moses. At this moment ? 

The Chairman. At this moment. That is, from the moment that 
territory passed into the possession of Italy the owners of the cor- 
poration became Italian citizens. 

Senator Moses. That is, from the moment of the seizure of Trieste 
by the Italian forces? 

Mr. Hughes. Yes; and cession of Italia Irredenta; they were then 
Italian subjects. 

Senator toMERENE. Of course they were before, at heart, I sup- 
pose. You are not denying the right of the American Government 
to seize this property, but in view of what has transpired since that 
ask favor for your clients in the matter? 

Mr. Hughes. We regard it as a matter of broad national obliga- 
tion, as well as a very important matter of national policy, that this 
ship, in fact owned by this Italian corporation, and registered at a 
port which is now subject to Italy, should be returned to Italy. 

Senator Pomerene. but — if I may pursue your mind so as to get 
your view clearly in my mind — assuming that conditions had been 
otherwise and that Trieste had been retained by the Austrian Gov- 
ernment, then you would not be here presenting the claim of these 
now Italian citizens to this vessel? 

Mr, Hughes. Quite right. 

The Chairman. The Italian Government, I ought to say — if you 
will allow me — have recognized this corporation as an Italian cor- 
poration. 

Mr. Hughes. I was just now explaining how it happened that the 
bill was introduced into Congress. The Shipping Board recommended 
that the claim should be considered by the State Department ; that is 
to say, that the State Department should be satisfied of the Italian 
citizenship of the claimants, and of all these underlying facts. The 
State Department satisfied itself u^on those points, but thought that 
the matter had to be dealt with, if at all, by an act of Congress, 
because otherwise, the title having been taken by the President, the 
title could not be transferred. That was not a departmental matter. 

Now, before I undertook the representation of these claimants liast 
spring I satisfied myself to the extent of my ability as to the facts 
upon which the claim was based, and which, as I understand it, the 
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State Department has found were the actual facts of the case, so that 
there was no question whatever but what this ship, if restored, would 
be restored to Italy and to Italian ownership. I received a letter 
from the Italian ambassador embodying the conclusions of the 
Italian Government upon this point, and I should like at this point 
of the statement to read that letter, which you will find set forth in 
Appendix A to this memorandum or brief. This letter is under date 
of May 17, 1920, and is addressed to me. It is as follows : 

Ikoyal Italian Embassy, 
Washington, D. C May 11, 1020, 
Hon. Charles ¥1. Hughes, 

Of Counsel for Cosulich Socicia Tricstina di \avi<jazione, 

.96' Broadway, New York City. 

My Deab Sir : I have been advised of efforts of Cosulich Societa Triestina di 
Navigazione to secure redelivery to it of the steamship Martha Washington and 
to obtain compensation for the use of that steamship by the Uniteil States, a 
matter in which my Government takes great interest. 

To establish the Italian status of Cosulich Societa Triestina di Navigazione, 
I take pleasure in advising you officially, so that you may make such use of this 
letter as you deem proper, that after a most thorough investigation of the com- 
pany and its stockholders, Cosulich Societa Triestina di Navigazione has been 
recognized by my Government as in all respect an Italian corporation. As is 
well known, the management and control of this company from its very incep- 
tion in Trieste was always exclusively in the hands of Messrs. Fratelli Cosulich, 
a firm always composed of persons of Italian nationality. 

Upon the establishment of the Italian Government for the Province of 
Venezia Giulia, within which is Trieste, this company was duly recognized by the 
Italian authorities, and the new name, Cosulich Societa Triestina di Navigazione, 
was established for this company on May 5, 1919, by decree of the Italian gov- 
ernor of Venezia Giulia, and this change was duly entered upon the ofllcial regis- 
ter of the Tribunale Commerciale e Marittlmo at Trieste. 

I may add that I have been advised by my Government that it has restored to 
steamship companies of Venezia Giulia all vessels of theirs which were seized 
in Italian ports during the war. 

It may not be inappropriate for me to add that my Government was so w^ll 
satisfied of the entire loyalty and patriotism of Messrs. Fratelli Cosulich and of 
Cosulich Societa Triestina di Navigazione that it intrusted to this company the 
management of its vessels allocated for operation in the Trieste service to and 
from ports in North and South America. 
Very truly, yours, 

Romano Avezzana. 

I desire before approaching the questions which naturally will be 
carefully considered by the committee to have the state of facts put 
beyond any possibility of question. This letter from the ambassador, 
supplementing what has already been read from the State Depart- 
ment, would seem to us decisive of the matter, but we have set forth 
and we have here affidavits to show all the facts pertaining to the 
organization, control of, and interest in this corporation. 

Senator Moses. Are those in addition to the facts set forth in this 
pamphlet ? 

Mr. Hughes. They are in support of them. That is, I do not think 
that they add any substantial facts, but they constitute evidence in 
support of the various statements oi facts. 

Senator Pomerene. You and the State Department are not at i.ll 
in disagreement in regard to the facts ? 

Mr. Hughes. That is my understanding of it. 

The Chapman. No ; I think not. 

Mr. Hughes. I want to ask this, although it may appear unneces- 
sary, because I should not care to think that something might come 
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up hereafter in the diliberations of the committee which they might 
regard as not having been properly explained. The name Cosulich 
is the Italian rendition of a Croat name. It is not a German or an 
Austrian name. The founder of this family — ^that is, the man who 
developed the business, which is now incorporated — was a Capt. 
Antonio Cosulich, who was born in Lussin, an island in the Adriatic 
south of the Peninsula of Istria, and in the Province of Istria when 
it was under Austrian control. 

Capt. Cosulich developed quite a business, and his sons were known 
as the Fratelli Cosulich — that is, the brothers Cosulich. They de- 
veloped the business, and it became so extensive that in 1903 it was 
incorporated. 

They had a number of ships which they operated. The corpora- 
tion added to these ships. 

These brothers Cosulich, who organized and controlled the cor- 
poration were Italians in fact, of Italian blood, of Italian sympathies. 
The corporation was controlled by those of Italian blood and Italian 
sympathies. But the brothers Cosulich and the corporation had the 
seat of their activities at Trieste, which was in Austria at that time. 

Senator Brandegee. I do not want to interrupt you, but before you 
leave the subject I want to ask you a question. I do not want to do 
it now if it is not convenient to you. 

Mr. Hughes. It is, quite so. 

Senator Brandegee. By what process of reasoning — ^I am not 
familiar with the facts of the brief — does the Italian Government 
arrive at the conclusion that this corporation, which would appear to 
me to be technically Austrian, was an Italian corporation; because 
it was largely owned and controlled by Italian stockholders and 
masters? How do they get away from the fact that, as I should 
think, technically and originally, it was organized under Austrian 
jurisdiction? 

Mr. Hughes. They get away from it, if I may answer broadly, in 
the same way that they get away from the fact that a person of 
Italian blood who was born in Austria is now recognized as a person 
of Italian blood when Italy has finally secured dominion over Italia 
Irredenta. 

The Chatr^ian. Just as Italia Irredenta was Austrian territory, 
but since they have taken it over it has become Italian territory. 

Mr. Hughes. The question of particular individuals in a territory 
organized is dealt with according to the sovereignty of the time. 
But if a person born in what is now Trieste was asking the Italian 
Government for some recognition as an Italian, the Italian Govern- 
ment naturally would inquire as to the lineage of this person — 
whether he was of Italian blood, whether he had elected to become 
a citizen of Italy after the transfer of sovereignty over this particu- 
lar jurisdiction. 

Senator Moses. May I ask, further, is it claimed that this family, 
having originated in Lussin, which was under Austrian jurisdiction, 
and having established itself in Trieste, whicli was also under Aus- 
trian sovereignty, were at all times unwilling subjects of the Aus- 
trian Government ? 

Mr. Hughes. That is implied in their statements. In other words, 
if you will read the Italian ambassador's letter, you will see that 
the" Italian Government, as I read it, after examining this corpora- 
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tion, finds that it was in all respects an Italian corporation and had 
been controlled and organized by Italians in the same sense that 
they would find that persons in this locality were really Italians, 
although they might have been born there at the time when that sec- 
tion was under Austrian control and were in law and in fact Aus- 
trian citizens prior to the time that Italy obtained her sovereignty 
over tlie district. 

Senator Pomerene. Is there any question about the statement of 
fact in the letter of the State Department as follows : 

The steamship Martha Washington was owned before the war by an Austrian 
oorjxjration domiciled at Trieste. The information on hand indicates that the 
majority of the stocli was held by citizens of Trieste (Austro-Hunj?arians) but 
of Italian blood. Apparently about 12 per cent of the stock Ayas owned by 
Italian citizens. The ship was of Austrian re^stry and sailed under the 
Austrian flag. » 

Mr. Hughes. That is substantially correct, and we have here a 
much more complete statement, with affidavits in support of the 
statement as to the stock interests ; and I am coming to that presently. 

Senator Pomerene. What I was especially bringing to your at- 
tention was the statement that only " 12 per cent of the stock was 
owned by Italian citizens." 

Mr. Hughes. Italian citizens, I presume that means, as of date 
prior to the extension of Italian sovereignty over what is now the 
Province of Venezia Giulia. 

Senator Pomerene. And that 12 per cent of the stock was then 
owned by men of Italian blood ? 

Mr. Hughes. Yes; a majority of over 70,000 shares was held by 
persons of Italian and other nonenemy blood. 

Senator Moses. Did the Italian recognition of the corporation 
antedate 1919? 

Mr. Hughes. Yes; I understand so. 

Senator Pomerene. Then, suppose we had seized a vessel belong- 
ing to Germany running from Hamburg out, and it turned out that 
a large part of the corporation owning that vessel were of Danish 
citizenship, or even of Danish blood, would Denmark have any claim, 
in justice, that we restore that vessel? 

Mr. Hughes. The case would not, to my mind, be at all similar 
unless in truth and in fact it was a corporation which under the 
new adjustment was a Danish corporation and not a German cor- 
poration, so that it was in truth a steamer belonging to Denmark. 

Senator Pomerene. Supposing it had been organized by Danes 
resident in Schleswig-Holstein, which later went back to Denmark, 
would Denmark have a claim on us to restore that ? 

Mr. Hughes. If you made a case precisely the same, I should 
make the same argument; but you would have to put in all the 
ingredients of the present case. You would have to have that owned 
by Danes; you would have to have that in truth a Danish corpora- 
tion ; and you would have to have that in truth the seat of the activity 
and the territory owned by Denmark. You would have to have, in 
fact, all that would go to make up a Danish institution as distin- 
guished from a German institution. 

My thought on that subject is that with all those hypotheses you 
would lack one thing that you have here, and that is that this claim- 
ant is an Italian corporation whose claim is in a very large measure 
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supported by Italy, one of the allied and associated Governments 
T^hich won this war. 

Senator Pomerene. Yes. 

Mr. Hughes. And the question is, when you get down to it, 
whether this country — the United States — shall confiscate what is 
in truth an Italian ship or permit that Italian ship to go against 
what Germany and Austria should pay? 

The Chairman. Is it not true that the Italian Government during 
the war seized some of these ships? 

Mr. Hughes. Yes ^^ and has returned them all to the Italian cor- 
poration. 

The Chairman. That is what I wanted to bring out. They took 
those ships as we took ships. The Italian Government took some 
of these ships as enemy ships. 

Mr. Hughes. The United States Government, as this ship flew the 
Austrian flag, as the port of Trieste was a part of the territory of 
the Empire of Austria, seized the Martha Washi7igton^ which hap- 
l)ened to be in the port of New York. But the Italian Government 
has returned to the Italian corporation all of those ships seized 
by it. The question is whether, in view of the later events, we shall 
look behind the fact that the ship flew the Austrian flag when it 
was taken by the President on May 11, 1918, to the fact that if 
we now hold and confiscate this ship we shall hold it as against 
Italy and these Italian subjects, or permit the value of the ship to 
be credited to Germany and Austria against what Germany and 
Austria should pay by way of reparation. 

Now, I was looking a little ahead of the order of my statement; 
but it seems to us that it is almost inconceivable that the United 
States should wish to confiscate a ship under those conditions. 

Senator New. There were ships that were seized by the Italian 
Government and were returned that belonged to this identical ^cor- 
X>oration ? 

Mr. Hughes. Yes. They refer to it again in the letter of the 
Italian ambassador in this way : 

I may add that I have been advised by ray Government that it has restored 
to steamship companies of Venezia OiuHa all vessels of theirs which were seized 
in Italian ports during the war. 

That covers this company ; but, as I understand it, the fact is that 
there were several ships of this company seized by the Italian Gov- 
ernment during the war which were returned to this company for 
the reasons which underlie the request of the ambassador that this 
bill be passed. 

Xow, if I may proceed along the line I was originally proceeding 
on : When the Martha Washington was registered, of course, it was 
registered subject to the Austrian law, because the Austrian law 
governed the port at which it was registered. That was in 1908; 
but if you will look at the certificate of registry which appears in 
Appendix F of this brief you will see that it is Italian in everything 
except the seal. It is in Italian. The register itself shows that even 
under Austrian dominion these people used the Italian -language, 
and were dealing with the matter as an Italian affairs, except, of 
course, that the seal and the stamp are both of the Government of 
the time, which was Austrian. 
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Senator Moses. Let me interject there, Mr. Hughes, that tliat^ 
however, was in conformity to Austrian law, which recognized five 
different dialects for all official documents in all that territory from 
Trieste south. 

Mr. Hughes. Yes; and we naturally inquired for the reason for 
that Austrian law, and the reason they had such a law as applied 
to this territory, which brings us to the historical status of this terri- 
tory, and the reason why Italy has finally obtained the sovereignty, 
which she has always claimed and desired, over this territory and 
over these citizens, who were always Italian in blood and sympathy. 

Senator Moses. This also involves the further thought that those 
people would not make use of the German, anyway. The captains 
and crews of this company that sailed on this ship never would speak 
German. 

Mr. Hughes. Yes. 

The Chairman. On the Austrian ships before the war, if I am not 
mistaken, the orders were generally given in Italian,' because the sea- 
faring population was almost altogether Italian. 

Senator Brandegee. Another question as to the Italian owner- 
ship. Why was it, if the Italian Government thoroughly investi- 
gated the Italian ownership of this company and found that all ex- 
cept a fraction of those that were interested in it were always patri- 
otic and loyal, that they confiscated these ships ? 

Mr. Hughes. I suppose that under the exigency of war, when this 
territory, all this territory and these citizens, were subject to the 
Austrian power, there was no alternative but to seize the ships in 
order that they might not be used by the enemy. They were flying 
the enemy's flag and were subject to the enemy's power, and so they 
took them. But later, when they obtained the sovereignty over this 
district, as they desired, they recognized the nationality of the owners 
of the ships, and returned the ships. 

Senator Brandegee. They might have taken them simply to pre- 
vent the Austrian Government from taking them. 

Mr. Hughes. Certainly. I presume that during the war that was 
the reason. 

Senator Pomerene. And they were probably used as auxiliary ves- 
sels to the Austrian Navy ? 

Mr. Hughes. Undoubtedly the Austrian Government would have 
used them that way if they had the chance. 

Senator Moses. Do you recognize that as anything more than the 
requisition of the ships on the part of the Italian Government ? 

Mr. Hughes. I understand substantially what was done by this 
Government ; they took them. When this Government authorized, 
through the resolution of Congress, the seizure of vessels, you will 
note that it says at the end of the resolution, after providing that the 
Secretary of the Navy should be authorized to survey and make a 
written report of findings, etc., "these findings shall be considered 
as competent evidence in all claims for compensation." 

In other words. Congress reserved to itself the determination of its 
ultimate policy as to all property captured during the war. It au- 
thorized seizure and taking of title, and then it has before it in all 
cases its policy. 

It has in this case, however, unique considerations which do not 
obtain in any other case of which I have knowledge. Now, of course 
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it is for Congress to determine what it thinks, in the light of all the 
facts, in the light of the proper policy with respect to the Kingdom 
of Italy, it should do with this vessel. 

I will try at the outset, before I come to those controlling consider- 
ations with respect to this bill, as I say, to have the facts thoroughly 
apprehended, so that there will be no mistake about the fact that this 
is an Italian vessel, in substance. In the brief is stated at length 
the history of this company, the Fratelli Cosulich, and the history of 
the corporation, which that firm organized, and the stock ownership. 
You will find that on pages 4 to 9, inclusive, of the brief. You will 
find on page 9 the situation as to stock ownership, which is set forth 
as follows: 

FrateUi Cosulich owns 30,000 shares, Banca Commerciale Tr^estina, the lead- 
ing and largest bank of Trieste, owns 16,044. The largest other single holding 
is 1,000 shares. The remainder of the shares are widely distributed in small 
holdings. 

The holdings in detail are set forth in schedules annexed to this 
brief, to which I should like to call your attention. You will find 
on pages 2G and 27 the status of the stock holdings in February, 1920, 
just before this measure was introduced, and at the end of July, 1914, 
just before the outbreak of the European war. The key to these 
schedules is found on page 25. where the owners are classified as 
follows : 

(a) Persons domiciled in Trieste, Fiume, and other places situated in Venezia 
Giulia and Dahnatia. 

(&) Persons of nationalities other than the foregoing but not including na- 
tionals of Germany, present Austria, present Hungary, Bulgaria, and Turkey. 

(c) Persons nationals of Oermany, present Austria, present Hungary, P»ul- 
garia, and Turkey. 

Thus you will observe that in class (c) are those who have been our 
recent enemies. 

Going back to the condition at the""6nd of July, 1914, as it appears 
on page 27, it appears that the total nonenemy ownership which could 
be ascertained at the time was 70,365 shares, and tliose in enemy 
ownership were 36,216. Most of those, 35,000, were owned by four 
Vienna banks. The Vienna banks sold their shares. The owner- 
ship in February, 1920, is, as shown on page 26j where it appears that 
out of 120,000 shares 101,466 are definitely accounted for as non- 
enemy shares, and only 3,543 as shares which could be otherwise 
described. That leaves, you will see, about 5,000 shares unaccounted 
for; but there is no reason to believe that all of those shares are 
enemy owned. 

Senator Moses. Then it is probable that the transfer from the 
Vienna bank, the Wiener Bank Verein, took place to the Banca Com- 
merciale Triestina, as shown in item 3 in each of the schedules on 
pages 26 and 27? 

Mr. Hughes. Our information is this on that point, and I can not 
give you anything more than is stated in the brief on page 9, as 
follows : 

pearly in 1917 the Vienna banks sold 12,035 of the shares owned by them. 
There is no precise information as to the purchasers of these shares. However, 
as only the inhabitants of the Adriatic littoral were interested ftnancially in 
shipping, Messrs. Qosnlich are convinced that most of these shares must have 
passed into the hands of inhabitants of Italia Irredenta and Dalmatia. 
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Senator Moses. You will observe on page 27 that the Banca Com- 
merciale Triestina held at the end of July, 1914, 18,962 shares, 19,000 
shares in round numbers, and at the present moment it holds substan- 
tially 57,000 shares. 

Mr. Hughes. Well, it may well have been transferred to persons 
living in Italia Irredenta; but I want to caution the committee in 
respect to any quick inference from this statement of bank holdings. 
As I understand it, the practice on the other side is to deposit the 
certificates of shares with banks and obtain a credit for them on the 
books of the bank, or a certificate may be issued, and then the total 
amount of the shares are reported in the bank's holdings. That 
does not mean that the bank is the owner of those shares. It means 
that the bant has that number of shares against which there are 
outstanding credits to the actual owners. 

Now, we have here a very complete statement in many affidavits, 
which have analyzed the holdings so far as it was possible of all 
these banks to see who, behind the bank returns, were actual owners 
of these shares. 

Senator Pomerene. Let me ask you a question there. Do you, in 
seeking relief here, make any distinction between the rights of those 
stockholders who were only technically Austrians and those who were 
actually Austrian enemies? 

Mr. Hughes. Yes ; indeed, I ^o. 

Senator Pomerene. Then are you confining your request for relief 
here to those stockholders who are now in fact Italians? 

Mr. Hughes. We are dealing here with relief to a corporation 
which is controlled by Italians, and the great majority interest in 
which is actually Italian; the corporation itself being juridically 
Italian at this time. We say that the request should not be denied be- 
cause of a very small interest which actual enemy owners may have 
had in the stock. That interest is not subject to action by our Gov- 
ernment. This Government may, of course, through the Alien Prop- 
erty Custodian or otherwise, obtain whatever mterest there may 
actually be in shares — this small minority interest — of persons who 
were and have retained Austrian citizenship, provided there is juris- 
diction of the shares themselves. 

Senator Pomerene. Then, assuming that this committee was in- 
clined to grant you the relief you are asking for the real benefit of 
those who are now Italian citizens, ought we not to guard this in some 
way so as to retain for the United States any benefit that might arise 
out of those shares of the stock which were in fact held by enemies, if 
there are any? 

Mr. Hughes. That would be a possible course. But let me call 
your attention to another matter which should be considered in that 
connection. As I understand it, those who were citizens of Austria 
in this territory known as Italia Irredenta, which has gone to Italy* 
have the option to deal with the matter of citizenship. As I was 
saying, while I, of course, recognize a distinction between a man who 
has been an enemy and a man who has not, it seems to me this matter 
should now be considered particularly with respect to the status of 
the corporation. If we had in this country evidences of share 
ownership of an enemy alien, or if an owner as an enemy alien in 
some way had deposited his shares in this country so that they were 
subject to our jurisdiction, we could readily, of course, as has been 
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done through the jurisdiction of the Alien Property Custodian, if 
Ave were so minded, seize those shares. If we had not, however, of 
course Italy would naturally, if there were any shares held by an 
enemy, sequester those shares if she desired to do so. 

The real proposition here is whether we shall take from this cor- 
poration more than five-sixths of which, at least, is now Italian-owned,. 
Avhich is now an Italian corporation — that is, virtually, take from 
Italy itself — and confiscate this ship, simply because, by reason of 
the sovereignty over the territory, it flew the Austrian flag at the 
time of that seizure. That is really confiscating Italian property, 
and really attempting to credit Germany or Austria, as I shall show 
in a minute, with the avails of the property as against what Ger- 
many or Austria should pay. Now, we are not dealing here with a 
stockholder's interest. It is very proper to inquire into a stock- 
holder's interest and to learn the status of the corporation. 

It is very proper that you should want to know that this was an 
Italian corporation ; that you should want to know the result of the 
transfer of the territory to Italy, and the relation of Italy to this 
ship ; but when you determine the facts as they have been stated by 
the State Department and as they have been stated here, and find 
that it is really the property of Italy, and an Italian ship, then it 
seems to me that you should deal with the matter from the stand- 
point of the corporation, unless perhaps some share or particular 
interest was here which had been proceeded against by the Alien 
Property Custodian. Of course, if there were anything of that sort — 
but I do not believe there is — you would not want to prejudice the 
claim of the company representing it. I do not understand that any 
such point is presented. But the real point is, because of a small 
minority share interest in this corporation, which is in truth an 
Italian corporation, recognized as such by Italy, always controlled 
and originally organized by people of Italian blood and of Italian 
sympathies, whether you are going to recognize that as an Italian 
corporation and remit the ship to Italy. 

Senator Pomerene. If I may pursue my question a little further, 
pardon me for my suggestion, but I am disposed to look sympa- 
thetically upon your position so far as it relates to the entity of the 
corporation; but you have seen fit in your brief and in your argu- 
ment here to say that the majority of the stockholders here are of 
Italian blood, and the Italian Government is one of our allies. 
Now, so far, so good; but if we are to take into consideration the 
nationality of the corporation, the entity, and of the majority of the 
stockholders, why should we not, by virtue of that same argument, 
take into the consideration what the nationalities of the minority 
stockholders were, so that we can deal with them at the same time we 
are dealing with the majority of the corporation itself? 

Senator Moses. May I ask you a question. Senator Pomerene, 
before Judge Hughes answers that ? 
Senator Pomerene. Yes. 

Senator Moses. Are you referring now to the 15,000 missing shares 
which are not shown on this statement of 1920? 

Senator Pomerene. No ; I had in mind those that were held by the 
bank in Vienna, or any enemy-owned stock. 

Senator Moses. There are some 15,000 shares not accounted for. 
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Mr. Hughes. We have said in our brief that we could not account 
for those, but from all the information we could ^et, there was no 
reason to believe those were enemy owned. 

Senator Moses. It is in Appendix D, beorinning on page 24. 

Senator Pomerene. Is it in the main brief or in the a])pendix just 
preceding this statement? 

Senator Moses. It is referred to in the second paragraph of Ap- 
pendix 1), on page 24. 

Mr. Hughes. Let me, if I may, answer Senator Pomerene's ques- 
tion. Senator, it seems to me that you are not dealing with a transfer 
or remission of shares of stock. T^nless shares of stock have been 
seized by the Alien Property Custodian because they are here, on 
the ground of enemy ownership — that is because the evidence was 
here — or unless such evidence is here subject to seizure, there are no 
shares which are subject to captui'e. There are no shares to be con- 
sidered by any act of Congress. The question here is inreirnrd to a 
ship, not shares. The question is in regard to the ownership of that 
ship. That ship is owned by the corporation; and we then inquire 
as to the status of .the corporation. 

If there are shares or evidences of shares in Italy, in this bank 
to which you have referred, which are enemy owned, those shares 
are not under our jurisdiction, but are under the jurisdiction and con- 
trol of Italy, and of course it will be for Italy to exercise such right 
as she may see fit to exercise with regard to those shares. 

To repeat, the question here relates to a ship, not to shares; and 
that ship belongs to the Italian corporation ; and the only relevancy 
of the inquiry into shares is for the purpose of getting an idea as 
to what this corporation is ; whether it is some legal mask ; whether 
it is something that can not .be treated as a bona fide Italian corpora- 
tion. In the interests of the solution of that question we have pre- 
sented the details with respect to the organization of this corporation, 
the inquiry made by the Italian (jovernnient, the inquiry made by the 
State Department, and the satisfaction of all concerned that it is 
really an Italian corporation, and except for the mere fact of sover- 
eignty, has been Italian owned and controlled from the start. There- 
fore we sa}', in considering the question of the transfer of the ship, 
you should not, we would submit, be guided to a disallowance of our 
request merely because of a small residuum of shares which may be 
enemy-owned; which, quite apart from what you may do with this 
ship, the Alien Property Custodian could deal with so far as they are 
here, or Italy can deal with if the shares are in Italy. 

Senator Pomerene. Do you not think, if we are dealing with the 
whole subject here we can deal with all parts of it? 

Mr. Hughes. I always bow to the comprehensive power of Con- 
gress. I would not set any bounds to what you can do. 

Senator Pomerene. I am not taking this position because I have 
come tp a conclusion in my own mind, but I am seeking light on this 
subject. 

Mr. Hughes. I understand, sir. 

Senator Pomerene. And these certificates of stock are simply the 
paper evidence of ownership, in so far as they are symbols of owner- 
ship, and we have got the thing of which these certificates of stock 
are a mere symbol or paper title. Now, that bein^ so, why can we 
not in dealing with this subject say, in all conscience and from a 
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standpoint of policy, " Why, certainly, we ought to deal with these 
Italian citizens in fact, irrespective of the fact that they at one time 
were alien enemies, in a sort of good fellowship"? But here is a 
certain proportion, one-fifth, let us say, of this stock that is owned 
by Austrians, who are trying to clutch at our throats all the time. 
Why should we allow them to hide behind the cloak of these friends? 
That is the question that presents itself to me. 

Mr. Hughes. It would come, if I mav say so, Senator — ^Mr. Chair- 
man, if you will pardon me for addressing the Senator directly 
instead of through the Chair 

The Chairman. Certainly. 

Mr. Hughes. It would come to a consideration of what Congress 
had to do with those shares. As I conceive the situation, Congress 
has nothing to do with those shares unless they have been here 
seized by the Alien Property Custodian, because we have found them 
here, x ou can not fly the American fla^ over these 3,500 shares. I 
mean that you can not, so far as the ship is concerned, deal with these 
shares. 

The important question is this, Is this ship, in view of all these 
considerations, to be returned? Now, if it is to be returned it is 
because of the veiy broad moral obligation here and the very im- 
portant question or policy. 

The effort of this Government to get a small stockholder in that 
ship I should suppose would be approached by the Italian Govern- 
ment with an inquiry as to how the American Government found 
itself in position to deal with those shares, if it were persuaded that 
the ship itself was Italian owned ; ought to go back to Italian owner- 
ship. 

Senator Moses. In a time when I knew of this company much more 
intimately than I do now the current belief up and down the Adri- 
atic was that there was a very considerable ownership in that Austrian 
line held by the Hamburg- American Line; that they had cooperated 
in establishing the Austro-Amerikaner Line because of the rivalry 
between lines at Vienna ; and I am observing amounts of stock here 
in each instance in round numbers. Here is 15,000 shares unac- 
counted for. 

In pursuing your investigations of the history and ownership 
and development of this companv did you come across any trace of 
a Hamburg ownership of shares ? 

Mr. Hughes. We have the whole history here. Now, my personal 
understanding of that, subject to correction if I am wrong in any 
details, is that whatever interest the Hamburg Line had was trans- 
ferred early in 1914. 

Senator Moses. And prior to the making of the statement shown 
on page 27? 

Mr. Hughes. Yes. In other words, my opinion is that there was 
no Hamburg ownership in the ownership set forth as of July, 1914, 
in the schedule appended to the brief, and the proof of which Mr. 
Sandford has and can show to the committee. 

Senator Hitchcock. Will vou please clear up this doubt which is 
in my mind? These two tables, one on page 26 and the other on 
page 27 of the brief, show the ownership or the stock at two different 
times? 
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Mr. Hughes. Yes. 

Senator Hitchcock. The table on page 26 shows the ownership 
now existing? 

Mr. Hughes. That shows the ownership as of February, 1920. 

Senator Hitchcock. Yes; and the other table on page 27 shows 
the ownership as it existed at the time that the war broke out in 1914? 

Mr. Hughes. Yes. 

Senator Hitchcock. And presumably the ownership at the time 
we seized the ship ? 

Mr. Hughes. Yes ; if you wish to indulge a presumption of con- 
tinuity ; but perhaps it might be hazardous to take that, in fact. 

Senator Hitchcock. Now, this indicates — this tabulation on page 
27 — ^that at the time we seized this ship one-third of the shares were 
owned by enemy aliens. 

Senator Moses. Would that necess^^rily follow ? 

Senator Hitchcock. I was just reading this. 

Senator Moses. Would it not rather depend on whether the shares 
held by the Wiener Bank Verein, of Vienna, were really holdings 
of the bank or whether they were possibly holdings of citizens of the 
province, who were Italians but wno came under this Austrian rule? 

Senator Hitchcock. I am taking what is shown here. This shows 
that the Wiener Bank Verein, of Vienna, held 23,084 shares of 
Trieste citizens, and 35,235 shares belonging to enemy aliens. 

Senator Moses. I beg your pardon. 

Senator Hitchcock. And inasmuch as the 23,000 shares were in the 
Vienna bank, I would suggest that perhaps some of the other hold- 
ings there might belong to enemy aliens. The Vienna bank was an 
enemy institution. Does that not show that at the time we seized 
this vessel one-third of the company was alien ? 

Mr. Hughes. I do not so understand it: That statement shows 
ownership, so far as we have been able to trace the ownership of 
shares at the time the war broke out, that is at the end of July, 1914. 
Now, I think it would not be right to assume that that exact condi- 
tion existed at the time the vessel was seized. We have here, for ex- 
ample, on page 9, a summary of what we believe to be the facts on 
that. [Reading :] 

Early in 1917 the Vienna banks sold 12,035 of the shares owned by thein. 
There is no precise information as to the purchasers of these shares. How- 
ever, as only the inhabitants of the Adriatic littoral were interested financially 
in shipping, Messrs. Cosulich are convinced that most of these shares must 
have passed into the hands of inhabitants of Italia Irredenta and Dalmatia. 
The result is that when the United States entered the war, enemy holdings of 
shares were substantially less than in July, 1914. 

The Vienna banks sold the remainder of their shares in February, 1919, to 
Fratelli Cosulich and Banca Commerciale Triestina. 

Senator Moses. That answers the question asked. 

Mr. Hughes. That is the understanding we have of the facts in 
this case. So that you will see the Vienna bank parted with a con- 
siderable part, early in 1917, of the shares owned by them in July, 
1914, as shown in the schedule of that date; and therefore we know, 
of those shares, that they were not owned by the Vienna bank, al- 
though we are not able to tell by whom they were purchased. We 
present there the facts as best we can. 
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Now, the Italian Government has stated, in the ambassador's let- 
ter, as follows : 

To establish the Italian s-tatus of Cosulich Societa Triestiiia di Navigazione, 
I talve pleasure in advising you officially, so that you may make such use of 
this letter as you deem proper, that after a most thorough investigation of the 
company and its stockholders, Cosulich Societa Triestina di Navigazione has 
been recognized by my Government as in all respects an Italian corporation. 

You will observe that the ambassador says that officially; and 
while, of course, I am not representing the Italian Government, I am 
presenting as very cogent evidence upon this subject the official 
statement of the Italian Government as to their investigations, which 
they describe as thorough ; and as the result of those investigations, 
they say this corporation was in all respects an Italian corporation. 

Senator Hitchcock. That, of course, relates to the present time; 
and it is a very natural conclusion for the Italian authorities to reach. 
What I am referring to is the status at the time the war broke out ; 
because I notice that this Vienna bank held 58,000 shares in July, 
1914, and they were far the largest holders ; and Vienna was the capi- 
tal of the Austria-Hungarian Empire. This bank was by far the 
largest holder of the stock. 

Mr. Hughes. Yes. 

Senator Hitchcock. And this tabulation shows also that most of 
that stock, 35,000 shares, was held for enemy aliens. I can easily see 
that a change might have occurred since that time which would make 
it an Italian corporation ; but are we not required to consider what 
it was at the time this vessel was seized ? 

Mr. Hughes. Let me call your attention, by way of correction, if 
I may, to the fact that 23,084 of those shares are in column (a) . 

Senator Hitchcock. Yes. 

Mr. Hughes. Which is described on page 25 as shares owned by 
" persons domiciled in Trieste, Fiume, and other places situated in 
Venezia Giulia and Dalmatia." 

Senator Hitchcock. It states they are domiciled there but not 
that they are Italian by blood. They may have been Austrians. 

Mr. Hughes. I know, but 

Senator Hitchcock. And the fact that they deposited their shares 
in the Austrian bank rather than an Italian bank rather indicates 
that they were not Italians. 

Mr. Hughes. Well, I should dislike to confirm that inference in 
anything I may say, because you know the overwhelming preponder- 
ance of Italians in Trieste at the time the war broke out; and I 
should say, if you were to make an inference as to ownership simply 
from the fact of persons being domiciled in Trieste or thereabouts — 
the inference as to ownership, the logical inference in the absence 
of any other evidence, would be that the ownership was Italian and 
not Austrian, because there were very few Austrians there. And, 
as I understand it, the shipping there was in charge of Italians, and 
the persons interested in shipping there were Italians. Therefore, I 
think that you would not only be coming to a conclusion of fact 
which has no direct support in the statement, but it would be an un- 
warranted inference, if you will permit me to say that, from the 
other facts, and the known relations of Trieste and the other terri- 
tory at the time. 
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Now, of course, Vienna was the capital. But men who were 
Italian in blood or Italian in sympathy might have various rea- 
sons — business reasons — for putting shares on deposit in the Vienna 
bank. It would be a very wrong inference, particularly as against 
the inference of the Italian Government, to say that the fact that 
they deposited in a Vienna bank at that time, when they were sub- 
ject to Austria, would show that they were not Italian in sympathy. 
I assume if we were to examine the business activities and relations 
of the men in business in Trieste at the time the war broke out we 
would find a great many transactions with banks in Austria on the 
part of those who were unquestionably Italian by birth and sym- 
I)athy. 

Senator Moses. In addition to which it may be said that the dis- 
tance from Vienna to Trieste and Fiume is not great by rail, only a 
very few hours ; and, in fact, Vienna was then the financial as well as 
the political capital for all transactions in that section. 

Mr. Hughes. Yes. My associate, Mr. Sandford, tells me he has 
affidavits showing every detail of the fact^% so far as they are ascer- 
tainable, about all of these stocks. He tells me that most of those 
23,000 shares were, as a matter of fact, owned by the Fratelli Cosu- 
lich, and were deposited in the Vienna l)ank simply for convenience 
in keeping them off the market. Therefore, instead of having any 
correct inference as to ownership by some Austrian or German you 
would have the fact that that stock was very largely owned by the 
Fratelli Cosulich themselves. 

Senator Hitchcock. Does that apply to this 35.285 shares? 

Mr. Hx^GHES. No; I was talking: mnv of the 28.084 shares. 

The 35,000 shares shown in the schedule as held by the Vienna 
bank at the end of July, 1914, that is dealt with in the paragraph 
that I read from pa^e 9 as fully as we can deal with it, as I under- 
stand it — that is, that of those 35,000 shares they sold 12,000 early in 
1917 — and then we have the information, such as we can ^et, which 
permits inferences with regard to the balance. 

Senator Knox. Have you discussed the proposition — which is a 
rule, as I understand it, of international law — that the fla^ deter- 
mines the ownership of a vessel? 

Mr. Hughes. I have not yet reached that. Senator Knox. I believe 
in dealing first wath those underlying facts and the various phases in 
which they appear. 

Senator Knox. You mean to do so? 

Mr. Hughes. Oh, undoubtedly; yes. 

To sum up what I have said, you will find, it seems to me, if you 
care to go into the facts, abundant support for both what the Italian 
Government and our own State Department have found with regard 
to the status of this corporation. An Italian corporation, organized 
and controlled by those of Italian blood and Italian sympathies ; its 
business interests and interests of stockholders thoroughly examined 
by the Italian Government, and the recognition of the corporation as 
an Italian corporation by the Italian Government ; and when unre- 
deemed Italy became a part of Italy at the close of the war 

Senator Hitchcock. That was after the transfer of these shares, 
however. 

Mr. Hughes. Well, that was after the transfer of some of these 
shares, but you will observe that even as of July, 1914, there are 
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70,000 shares accounted for; and you also have the genesis of the 
corporation and its history. It was organized by these Italians, and 
was controlled by them. There was never any quv^stion of the control 
of the majority interest in the corporation ; and the minority interest, 
so far as it had enemy interests, was gradually reduced. 

Senator Hitchcock. Your showing is 70,365 shares are Italian ? 

Mr. Hughes. Yes. 

Senator Hitchcock. All held by residents of Trieste; and 36,216 
enemy owned ? 

Mr. Hughes. Yes ; and then we show that in February, 1917, be- 
fore we entered the war, 12,000 of those 32,000 shares were sold; 
and while we can not tell you who the purchasers were, we indicate 
the inference that may be drawn, and the belief that is entertained 
that they did pass into nonenemy hands. 

But we have in last February — ^that is, almost at the present time — 
101,466 accounted for, all in friendly ownership, virtually Italian, 
and we have the fact that the seat of the corporation, Trieste, was 
juridically transferred to Italy and that the corporation was then 
recognized as an Italian corporation, and that all the ships that 
Italy had taken from the corporation during the war were returned 
to the corporation by reason of the status that was then had. 

Now, if I may, let me address mj^self to questions arising upon the 
facts as we understand them to exist. Of course, I am not here to 
dispute the proposition that this ship was legally seized when she 
was seized under the President's order on May 11, 1918. I do not 
controvert, of course, that the flag indicates the sovereignty over the 
ship, and that this ship flew the Austrian flag and was an Austrian 
vessel at the time of the seizure, on May 11, 1918. 

Senator Knox. What is the relation of the flag to the conclusive 
presumption of ownership ? 

Mr., Hughes. I assume that. I assume that this was to be regarded 
as an Austrian vessel at the time of seizure. That fact underlies 
the seizure itself. That was the fact which gave the President the 
authority to seize the vessel under the joint resolution of Congress. 

AVe are not at all debating the correctness of the exercise of that 
authority. AVe assume it. Now, the question is whether you are to 
take the position that because this was an Austrian ship flying the 
Austrian flag, and therefore to be deemed an Austrian ship, at the 
time of the seizure, you should not return the ship to Italy under the 
conditions that are now found to exist. 

Senator Knox. In other words, the question is whether that is a 
rebuttable presumption or conclusive, is it not ? 

Mr. Hughes. I would not say that. Senator, because I am not 
going into the question whether there was a presumption one way 
or the other, or whether it should be rebutted. I say simply this, 
that as Italy was striving for a position which would enable her to 
take the territory known as Italia Irredenta, which was populated 
by persons of Italian blood almost exclusively, which was Italian in 
its sympathies, which was always desired — and it might be said very 
properly desired — by Italy, when at the end of the war Italy obtained 
that territory, the property belonging to corporations in that terri- 
tory, which corporations were transferred to Italy when it assumed 
sovereignty over the territory itself, should not be confiscated by 
this Government, as against Itiily, or be permitted to be used as 
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credits against what Germany or Austria should pay by way of 
reparation. That is a broad question of what may be called moral 
obligation and national policy. Now, that is not entirely a new 
question. This case, of course, is unique. I believe that there is no 
other Austrian ship seized; I believe that there is no other case of 
a vessel owned in this way by a corporation found to be in fact an 
Italian corporation, and now an Italian corporation because of the 
change of sovereignty, where at the time of the seizure it was an 
Austrian corporation. The case is unique. 

The point is this : Assuming that the United States took title, and 
took title properly, is the United States going to retain title as 
against Italy, when it understands these facts? Should it? Is it 
fair? Is it just? Not can it be defended in law, but is it fair? 

AVe had recently — of course you are far more familiar with this 
thiin I am — a question before Congress in regard to the citizens, or 
those who dwelt, who were born, in Alsace-Lorraine. What did Con- 
gress do last spring with respect to the amendment to the trading 
with the enemy act ? Let me read a word from the opinion which 
was submitted by the Attorney General when that amendment was 
under consideration. This is under date of March 31, 1920. I am 
taking this from a report by Mr. Esch, chairman of the Committee 
on Interstate and Foreign Commerce, to the House, in which he 
embodies this letter from the Attorney General. The report is No. 
1089, Sixty-sixth Congress, second session. I understand, there was 
no report in the Senate, and that this is the only report. 

The Chairman. No ; the bill passed but there was no report. 

Mr. Hughes. We were unable to find any report except this House 
report. The Attorney General says in this letter to Mr. Esch, as 
follows : 

The Secretary of State has written to me that this Government has recojr- 
nized that the Provinces of Alsace and Lorraine have now become a part of 
France and that, in liis opinion, the continued detention by the Alien Property 
Custodian of property of residents of these Provinces who have acquired 
French nationality under the Versailles treaty of peace can not fail to have 
an unfavorable effect upon the relations of the United States and France. 
The Secretary of State expressed the view that the trading with the enemy 
act should be so amended as to allow the return of this property. 

Now, when that act was amended, the act of June 5, 1920, was 
the amending act, and in it there was this proviso which qualifies the 
clauses determining the various cases in which there should be a 
return of property when the facts as stated in those clauses were 
ascertained : 

Pro rifled. That no person shall be deemed or held to be a citizen or subject 
of Germany or Austria or Hungary or* Austria-Huni^Mry for the purpose^ of 
this section, even though lie was such citizen or subject at the time first spwi- 
fied in this subsection, if he lias become or shall become, ipso facto 6r through 
exercise of option, a citizen or subject of any nation or State or free city otlier 
than Germany. Austria, or Hungary, (first) under the terms of such treaties 
of peace as have been or may be concluded subsequent to November 11. 191S, 
between (ieinmny or Austria or Hungary (of the one part) and the Unite^l 
?5tates and of three or more of the following-named powers: The British Em- 
pire, France, ItMly, and Japan (of the other part), or (second) under the terms 
of such treaties aw have been or may be concluded in pursuance of the treaties 
of iH'SLve aforesaid between any nation, State, or free city (of the one part^ 
whose territories, in whole or in part, on August 4, 1914, formed a portion of 
the territory of Germany or Austria-Hungary and the United States and of 
three or more of the foUowing-namer powers: The British Empire, Franw. 
Italy, and Japan (of the other part). 
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Now, there can not be any doubt of the validity of the seizure under 
the authorization of Congress, by the Alien Property Custodian, of 
the property of persons fiving in Alsace-Lorraine, having property 
in this country. Those persons were enemies. Of course, the ques- 
tion did not concern shipping, and they did not have a flag ; but the 
fact leads to a conclusive determination just as certainly as if it 
were a ship and as if it had flown an enemy flag. 

Senator Knox. Does not the principle that underlies the seizure 
of private property of an enemy rest upon the idea of custodian- 
ship, and that it is for the protection of the property until it shall 
be finally determined what disposition shall be made of it? 

Mr. lluGHES. Certainly; and, as I understand itj in the trading 
with the enemy act and in the joint resolution, as indicated in the 
clause which I read a moment ago, Congress reserved to itself, which, 
of course, it was eminently proper it should do, the question of final 
determination as to what should be done with this enemy propertjr ; 
and in the meantime it was for the interests of the country that this 
property should be seized and held and controlled. There was a 
right of capture, as indicated in many decisions of the Supreme 
Court; but Congress took the property of the enemy's subject for 
the purpose of custody, as Senator Knox has well said, and left until 
afterwards the determination of what should be done with it. 

Senator Knox. We took this ship as a prize of war. 

Mr. Hughes. This was not taken, if I may say so, as a prize in the 
technical sense. 

Senator Knox. I mean, it was captured enemy property. 

Mr. Hughes. Not exactly. 

Senator Knox. You might say that the trading with the enemy 
act provides for the capture of enemy property ; but you have got to 
assume, with the trading with the enemy act, that we have the tradi- 
tions of this Government in mind, and that we have always con- 
tended that private property was sacred, and when we take it we 
take it for the purpose of taking care of it, and act as custodian of 
it. The Supreme Cfourt has said, from the time of Chief Justice Mar- 
shall, that while we have the power to seize the property of an alien 
enemy, yet, if we do it, we commit an act of moral turpitude, and we 
have always, in fact, acted on that policy. 

Mr. Hughes. Yes. 

Senator Hitchcock. Furthermore, we have treaties with Germany 
which require us to hold it. 

Senator Brandegee. This ship was not a prize. She happened to 
be in one of our ports and we seized her. 

Mr. Hughes. Of course, you could say, broadly, that this ship was 
a prize of war in a broad sense ; but not in the sense in which those 
words might be taken to imply. This ship was not taken before a 
prize court for condemnation. The title of the United States does not 
rest upon any decision of any prize court, that this was a prize of 
war. The title to this ship vests in the United States by virtue of an 
Executive order under the joint resolution, not by virtue of any prize 
decree, and by the exercise of the same sort of authority which was 
exercised in the trading with the enemy act. Of course, it was 
custody that was taken. There had been, prior to this seizure of title, 
a requisition for use. They took the title by Executive order, without 
any judicial inquiry. 



Digitized by 



Google 



24 STEAMSHIP MARTHA WASHINGTON. 

In other words, Congress had the power to seize; Congress pro- 
vided for the seizure ; the seizure took place entirely under the au- 
thority of Congress, and not by reference to any principles of inter- 
national law governing prizes and captures, and determinations by 
prize courts. 

The question now comes as to what the policy of Congress should 
be ; of the moral obligations Congress should recognize. 

Is there a moral obligation in this case ? We are not dealing with 
the technical question of title, has Congress the power to take? But 
we say that when we find that Italians owned this ship, and we are 

foing to hold and keep and confiscate this ship at the expense of 
taly, if we do it, we say " No ; we and the Italians were brethren in 
this war; we made a common cause of it, and we should not try to 
enrich ourselves at the expense of our associated powers." For that 
is what it comes to. 

Senator Hitchcock. Does that moral obligation extend any 
further than the Italian ownership? 

Mr. Hughes. I think it extends to the ship, and that is the Italian 
end. 

Senator Hitchcock. Suppose that one-third of it was still owned 
by enemy aliens. 

Mr. Hxtghes. Well, Senator, there is not any one-third of the ship 
owned by enemy aliens. 

Senator Hitchcock. One-third of the ownership of the stock. 

Mr. Hughes. Now, we come back to the question of the owner- 
ship of the stock, which, it seems to me, presents another question ; 
first, as to whether, if you had a proceeding relating to shares^ 
the shares are in our jurisdiction, which would be the only case 
in which we could deal with them, and in which case we co\ild deal 
with them. If they are in Italian jurisdiction, Italy can deal with 
them; but we are not now dealing with a ship which is owned 
in any part by enemies. We are dealing with a ship which is 
owned by an Italian corporation, recognized by Italy, and the ques- 
tion is whether we shall take this ship^an Italian ship, stated so to 
be in positive terms both by our State Department and by the 
Government of Italy — and say we are going to hold this ship as 
against our associated power in the war, because it so happens that 
when we took it it flew the Austrian flag, although it flew that 
Austrian flag because Austria had dominated a certain part of the 
earth's surface which was populated mostly by Italians who had 
sympathies witli Italy, a part of the earth's surface which in truth 
and in justice belonged to Italy; and when Italy, through this war, 
has regained the territory, shall we then assert our power and re- 
tain against her what is virtually her own ship ? 

Senator Ptttman. May I ask a question there, please? 

Mr. Hughes. Yes. 

Senator PnrMAN. In this new corporation as organized, is there 
any alien ownership of stock? 

Mr. Hughes. The present ownership of stock, Senator Pittman, 
is stated on page 26. That was the ownership when we prepared 
this matter for the attention of Congress, and I have been informed 
of no change in it. That is on page 26 of the brief, and that shows 
3,543 shares out of 120,000 which may be in enemy hands. 
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Senator Pittman. I mean at the time that the corporation was 
organized or reorganized — this Italian corporation — did they take 
care of the existing stockholders of the old corporation, without re- 
gard to their nationality? 

Mr. Hughes. My understanding is that when Italy assumed sov- 
ereignty over this territory the corporation was aeemed to pass 
juridically to Italy. Italy then recognized the corporation as an 
Italian corporation, and thereupon the corporation changed its 
name to the present name which is before you. I do not understand 
that there was any change in stock interests by virtue of that event. 

Senator Pomerene. Well, Mr. Justice, if you will pardon me — 
now, as I understand your position, from your standpoint, a techni- 
cal legal standpoint — we have got a title. Now, we are considering 
first the equities, and, secondly, the policy or the course to be pur- 
sued. 

Your contention seems to be, if I understand you correctly, that we 
are concerned rather with the nationality of the corporation, and 
that the question of ownership of stock is not a matter that we ought 
to consider. 

Now, let us see where that leads us. Assume, for the sake of argu- 
ment, that this is an Italian corporation, as it is, and that the ma- 
jority of the stock was in fact owned by Austria or Germany. Well, 
if we are not to pay any attention to the stock ownership, then it 
would be possible for Austrian and Germany owners, in a spirit of 
collusion with the inhabitants of Trieste, to transfer their stock to 
Italians who are now located in Trieste and thereby actually per- 
petrate a fraud upon the United States. Now, I do not see how we 
can get away from our consideration of ownership of the stock as 
one of the elements in the case, in order to determine the relief that 
we ought to grant, here. 

Mr. Hughes. I think you are quite right, Senator, and in nothing 
that I have said have I sought to dissuade you from considering the 
ownership of the stock. On the contrary, we voluntarily set forth the 
particulars of that ownership. 

Senator Pomerene. Oh, yes. 

Mr. Hughes. In our petition we set forth those facts, and we have 
given here all the facts relating to the questions that underly the 
case. They are all stated in our brief. Of course you will not pass 
from a technical consideration of this seizure, and the title vested 
in the United States, to a merely technical consideration of an or- 
ganization of a corporation. We would not present such a case. I 
should not be here for a corporation organized in Italy which was in 
fact owned and controlled by Germans or Austrians. 

Of course you are to consider the stock ownership in order to get 
at the good faith and the real substance of this petition. But for 
what purpose are you to consider the stock ownership, and what is 
to be the result of the consideration of the stock ownership? Not, 
as it seems to us, with the idea that you are dealing with the owner- 
ship of the shares as the subject .of capture ; not with the idea that 
the shares are within our jurisdiction instead of the ship; but to de- 
termine whether, in truth and in fact, this ship is owned by an 
Italian corporation of which the interests are such, and the relation 
of which to Italy is such that it is fair and just— in fact, morally 
obligatory — ^that this should be recognized as an Italian ship and 
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should be returned to Italy. That, of course, would leave the sub- 
ject of any particular interest in the corporation, if it is an enemy 
interest, to be dealt with under our laws if shares are found to be 
here, or to be dealt with by Italy under her laws if the shares are. 
there. 

Senator Knox. Suppose that a citizen of Italia Irredenta has been 
living in the United States and his private property has been seized 
under the Alien Property Custodian act, would he not be entitled to 
the same benefits you are arguing for here ? 

Mr. Hughes. lie would be entitled to the benefits that would be 
provided if you pass this bill. 

Senator Knox. Does that apply specifically to Italy ? • 

Mr. Hughes. 1 think it comprehends Italy in this very section. 
Now, may I read that again, because the language, like the langua«:e 
of legislation, has to be read once or twice to get the full purport 
of it. 

Senator Knox. Like a decision of the Supreme Court. 

Mr. Hughes. Which also has to be carefully considered. 

This language is as follows : 

Provided, That no person sliaU be deemed or held to be a citizen or subject 
of Germany or Austria or Hungary or Austria-Hungary for the purposes of tliis 
section, even though lie was such citizen or subject at the time first specified 
in this subsection, if he has become or shall become, ipso facto or through 
exercise of option, a citizen or subject of any nation or State or free city other 
than Germany, Austria, or Hungary (first) under the terms of such treaties of 
peace as have been or may be concluded subsequent - to November 11, 1918, 
between Germany or Austria or Hungary (of the one part) and the United 
States and/or three or more of the following-named powers : The British Em- 
pire, France, Italy, and Japan (of the other part), or (second) under the 
terms of such treaties as have been or may be concluded in pursuance of the 
treaties of peace aforesaid between any nation. State, or free, city (of the one 
part) whose territories, in whole or in part, on August 4, 1914, formed a por- 
tion of the territory of Germany or Austria-Hungary and the United States 
and/or three or more of the following-named powers: The British Kmpire, 
France, Italy, and Japan (of the other part). 

And in this report of Eepresentative Esch he says : 

The reasons foi- the enactment of th(' pending measure are clearly set forth in 
the MC(M)nip}inyii)ir conimunications receivrd from the Attorney General and the 
Secretary of State. 

Then I need not reread what I read before from the letter of the 
Attorney General. 

Senator Knox. Suppose, this ship having been seized under the 
Executive order, it had been taken over by the Alien Property Cus- 
todian, would it come within the provisions of that act? 

Mr. Hughes. I suppose, unless you could find some way of finding 
that a ship was not within the comprehensive term "property" as 
used in the act. 

Senator Knox. I was assuming that it had been seized by the Alien 
Property Custodian. 

Mr. Hughes. If it is property seized by him under the authority 
of this act, I do not see why this would not apply. That is, of course, 
my ofFhand judgment. I do not see any exceptions in that clause. 

Now, of course, there is a very fundamental consideration, both of 
moral obligation and equity, in that. It is alluded to in the Attor- 
ney General's opinion. It presents itself in a very acute form, so 
far as this particular ship is concerned. All the other ships of this 
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company were seized by Italy. Italy returned those ships to the cor- 
poration, being satisfied of its character and the interests in it. They 
are operated under Italian recognition and under the Italian flag. 
The one thing that stands between Italy and this -ship is our seizure. 

Now, why should we press that rights which I might call a tech- 
nical right, by virtue of the flag, and against our late associate, 
Italy? Is not that rather an extraordinary thing, for the United 
States to take this ship lying in our port, under an Executive order, 
and take the title without compensation to the associated power 
that really has it? Would it not be a very extraordinary thing — I 
was going to say a discreditable thing but a very extraordinary 
thing, at least — ^that Germany and Austria in this case should have 
a credit against the reparation that they should make, by virtue of 
this ship, owned by what is really an Italian corporation, with its 
seat at Trieste and registered at Trieste, because it happened to be 
in our port? Now, there is a great deal to be thought of in connec- 
tion with this reparation. 

Senator Pomerene. Let me ask you another question in this con- 
nection. Pardon my interruptions here. 

It has been stated by you, as well as by the Italian ambassador, 
that ships which were seized by the Italian Government were turned 
back to this Italian corporation. Now, in turning those ships back, 
did they take into account in anywise the interests which might be 
represented by stock which was owned at Vienna, let us say, by 
Austrians? 

Mr. Hughes. I have no information that they did. I should sup- 
pose, though, that that would work out along the line I suggested a 
moment ago; that after they found that the majority of the in- 
terests was what it was, that the corporation had been organized 
and controlled by Italians, was really an Italian corporation, they 
then would have dealt with any minority interests in the shares as a 
saparate matter, if they saw fit to do so and had jurisdiction of the 
matter. 

Senator Pomerene. Would they not probably do that, in view of 
the fact that they were claiming large indemnification and repara- 
tion from the Austrian Government? 

Mr. Hughes. I should suppose so ; and the only hesitation that J 
have in answeririg you is because of lack of information on that 
point. 

Senator Pomerene. Oh, I am sure of that. 

Mr. Hughes. You have been very kind in allowing me to talk so 
long, and I do not want to labor points that I have already stated as 
clearly as I know how ; but there is one statement made, and another 
phase of this matter suggested in the letter from the State Depart- 
ment, that merits a moment's consideration. Let me refer to what 
the State Department says in this letter to the chairman. The State 
Department — and I am paraphrasing now — ^took the position that 
the vessel became the property of the United States, and that the 
President could not vacate that order and transfer the property; 
that therefore the title vested in the United States, and it was a case 
for Congress and not for the department — ^the executive. The State 
Department, however, does say this : 

An expression of opinion regarding the proposed legislation would seem to 
fall somewhat beyond the scope of the function of this department, but I ven- 
ture to suggest tentatively the following considerations: 
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The return of this vessel would undoubtedly be deeply appreciated by the 
Italian people. The owners of the vessel — the corporation and the majority of 
is stockholders — though enemies during the war are now Italian nationals. 
The joint resolution of May 12, 1917, which authorized the seizure of the vessel 
contemplates the payment of compensation. 

You will observe that in the last clause of that joint resolution. 

In view of the circumstances of the case the vessel might well be ul.imately 
returned in lieu of compensation. 

Then he goes on as follows : 

On the other hand the return of the vessel should be carefully considered in 
its relation to :he larger question of the treatment of seized property belonging^ 
to persons formerly of enemy nationality, but now citizens of friendly nations 
under the terms of the treaty of Versailles. 

I do not find anything in the proposed treaty with Austria — 
which of course has not been ratified — ^that in any way militates 
against this action, if the treaty were ratified. [Continuing read- 
ing:] 

The delivery of the vessel should be considered with reference to the terms 
of the Wilson-Lloyd-George agreement. 

That I am going to refer to in a moment. Then he continues : 

Personally, I am Inclined to believe that should the agreement be ratified 
arrangements could be made with the reparation commission, when the disposi- 
tion of enemy shipping has been more definitely arranged, looking to the waiver 
of any payments by the United States to the commission in connection with this 
vessel. It would undoubtedly be possible to arrange with the corporation to 
guarantee the United States against any further payments. 



Now, you can see- 



Senator Knox. Is that letter signed by the secretary ? 

Mr. Hughes. That letter is signed by Mr." Merle-Smith. 

Senator Knox. To whom is it addressed? 

Mr. Hughes. To Senator Lodge. I have read this to bring you 
again the attitude of the State Department, and also to consider one 
or two of the points that are there suggested. You will observe the 
suggestion with respect to the return of the vessel in lieu of com- 
pensation. That is very important. The vessel is mightily needed in 
service there, and it is of the utmost importance in the view of Italy 
that the vessel should be returned, as a vessel, at once. We are not 
at this time, as I understand it, embarrassed by any lack of vessels. 

There is nothing that I know of in connection with provisions for 
reparation, whatever might be said with respect to treaties, which in 
any way militates against what we ask in this matter. This is a 
unique case. This case establishes no precedent. There is no other 
ship, as I understand it, in like case at all. It stands by itself. What 
is done here will furnish a precedent for no other case. 

Now, here is a communication by the State Department with re- 
spect to^ what is called the Lloyd-George agreement. I have here 
what I understand to be a copy of that agreement. This has not 
been ratified, but I do not find that it affects this at all. It is very 
short, and with your permission, may I read it, Mr. Chairman ? 

The Chaikman. Yes. 

Mr. Hughes (reading) : 

The aUied and associated Governments whose signatures are hereto affixed^ 
severally agree as regards merchant shipping as follows: 

1. The reparation commission will, as soon as possible, compile a list griving 
fullest particulars available on all enemy ships still in existence, captured^ 
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seiised, or detained by any allied or associated Government during the war, and 
also all other enemy ships or boats which the enemy powers are required to 
cede under the treaty of peace. 

2. The reparation commission will take such steps as will secure that each 
of the allied and associated Governments will retain as its own the complete 
title to and use of all ships captured, seized, or detained during the war as a 
war measure and prior to November 11, 1918, and will own the same free from 
any claim of any of the other allied and associated Governments. 

In all cases where the ships and boats so to be retained by any allied or asso- 
ciated Government are in excess of the claims of such Governments, respec- 
tively, for war losses in merchant ships, such Governments shall not make any 
claim for a share in other ships and boats ceded under the treaty of peace. 

3. In all cases where the ships and boats so to be retained by any such 
Governments are insufficient to satisfy in full the claims of such Governments, 
respectively, for war losses in merchant ships, the enemy ships which remain 
and which are to be ceded under the treaty of peace will be divided into three 
classes, viz, liners, other merchant ships, and fishing boats, and will be dis- 
tributed to such Governments on the basis of ton for ton and class for class 
of the ships and boats lost and not replaced by the boats and ships retained, 
but in proportion to the balances due on the claims of such Governments, 
respectively. 

Now, what I have just read of this does not apply to the situation 
of the United States in this case ; but now follows the clause which, if 
it had any application, would apply : 

4. As the ships and boats so to be retained will, in the case of Brazil, China, 
Cuba, Siam, and the United States, exceed the total amount of tonnage which 
would be allocated to those countries were the total enemy tonnage captured, 
seized, detained, or still in existence shared in proportion to losses of ships and 
boats during the war, in each such case a reasonable value on the excess of ships 
and boats over the amount which would result from such a division will be deter- 
mined. The amount of the value so fixed will be paid over by each such State 
to the reparation commission for the credit of Germany toward the sums due 
from her for reparation in respect to war losses of merchant ships. 

I do not think I need to read the rest of this. It is only in reference 
to the matter of procedure. 

It can not possibly be conceived that this agreement, even if it 
were ratified in this form, would ever apply to a ship taken in such 
conditions as the Martha Washington^ and that ship be credited to 
Germany. The language of this is wholly inapposite to this case. I 
assume, without debate, that whatever the form of its action, this 
country would never tolerate it that a ship taken as the Martha Wash- 
ington was taken should be credited to Germany, and it seems to me 
this was never intetnded to refer to that. 

Of course, the State Department is quite right in saying that this 
should be looked into; but I can not understand how, when consid- 
ered, it can be regarded as furnishing, or as intended to furnish, any 
rule of action for this case. 

There is one remaining point. The Italian corporation asks, and 
this bill provides, not only for the transfer of the ship, but for the 
payment of compensation. The State Department, while from the 
language of the letter it apparently views with favor, or at least not 
with disfavor, the transfer of the ship raises the point as to the pay- 
ment of compensation for its use. 

Now, I fail to see that point. If we are moved by considerations 
of obligation and of policy to say "No, we will not confiscate the 
ship that belongs to our ally, Italy, or our associated power. We are 
not going to hold something against Italy. The United States, with 
all its resources, looking upon Italy in the midst of its troubles and 
distress, is not going to enrich itself at the expense of Italy. We 



Digitized by 



Google 



30 STEAMSHIP MARTHA WASHINGTON. 

took this supposing it to be an Austrian vessel ; it was an Austrian 
vessel ; it flew the Austrian flag. We had a right to take it, because 
it was an Austrian ship ; but when we find that the retention of this 
ship is at the expense of Italy and Italy comes to us, and her corpora- 
tion comes to us and asks for the return of the ship, we never intended 
when we took the ship, and we do not intend now, to retain this ves- 
sel as against Italy." 

Senator Smith of Arizona. Judge, may I be permitted there to 
ask a question? 

Mr. Hughes. Yes. 

Senator Smith of Arizona. Was the ship in fact, after seizure by 
our Government, used in the war for the purposes of the Allies ? 

Mr. Hughes. I believe so. It was used as a troopship. 

Senator Smith of Arizona. Then, granting it was an Italian ship 
seized by the United States under the conditions stated, and that ship 
was put into service in a war in which Italy and we were engaged 
against the Central Powers, do you think it exactly fair that we 
should pay her commercial prices for the use of a ship under those 
conditions? 

Mr. Hughes. I think those considerations are pertinent in the de- 
termination of the amount which should be allowed as just com- 
pensation. Of course, that use of the ship lasted during the time that 
it was required, and after that the ship was used for other purposes 
with which Italy had no concern. Now, this bill does not profess 
to fix the compensation. 

Senator Knox. What were those purposes ? 

Mr. Hughes. She has been running to South America as a pas- 
senger ship. 

Senator Knox. Under our flag? 

Mr. Hughes. Yes. 

Senator Knox. What company operated her? 

Mr. Hughes. The Munson Line. 

Senator Knox. Leased by the Shipping Board ? 

Mr. Hughes. It was for Shipping Board account, Mr. Sandford 
says. There was a time when it ceased to be used by the Government 
directly for the purposes of the war, and after which it was used for 
other purposes. Now, this bill does not attempt to state what should 
be allowed as just compensation, but directs the United States Ship- 
ping Board to determine and to award just compensation. 

Senator Pomerene. What is the amount of that claim? • 

Mr. Hughes. We are not in fact claiming any amount. We have 
not fixed tjie amount. 

Senator Pomerene. Do I recall correctly that you said that certain 
amounts had been paid heretofore? 

Mr. Hughes. Yes. Those amounts aggregate about $600,000, and 
they are stated in the report of the Shipping Board which you will 
find in the appendix to this brief. You will observe that the Shipping 
Board was asked for transfer of the title, and for the entire amount 
down to the date of the application, and until redelivery; but the 
Shipping Board stopped with the time of the Executive order, when 
the vessel was taken, because it considered that it had no authority 
to go further; and it recommended that the State Department take 
up the consideration of the claim with respect to redelivery. And 
the State Department took it up and found the facts as stated in this 
letter, but said that the President has no power to deal with this, title 
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having been taken, and therefore there must be a measure introduced 
in Congress, if it is to be taken care of. The recommendation of the 
Shipping Board was for compensation down to the date of the tak- 
ing under the Executive order, May 11, 1918, divided into two parts, 
one part before the declaration of war with Austria-Hungary, and 
the other part for that time thereafter running down to the time of 
the Executive order; and those two amounts are approximately 
$600,000. But they stopped with the time when the vessel was taken. 

Now, in regard to the propriety of allowing just compensation, I 
want to say that I am assuming now just compensation with every 
element considered, and I am assuming that that will be carefully 
examined and fairly determined. 

Now, making that hypothesis, that some sum, after careful inquiry, 
is just compensation, the question is whether that should be taken. 
It seems to me that the question answers itself, if we are to consider 
properly the matter of moral obligation and grace to Italy ; that we 
should return the ship and that we should not attempt to pr(3fit from 
the use of the ship which we recognize as really Italian property. 
It seems to me that once the principle is recognized it would be, if 
I may say so without disrespect, a rather small thing to say "Oh, yes ; 
we- realize that it is really in truth Italy's property, but we are going 
to keep to ourselves the benefit of such use as we made of it." Now, 
particularly, if I may be allowed so to say, this is an opportunity to 
do an act which will be very graciously viewed by Italy, which will be 
most helpful for Italy. It is not the money simply. Here is an 
instrument of commerce, something immediately available, far more 
important to Italy than to us. We do not need the ship. They do 
need the ship. They regard it, for very good reasons, as an Italian 
ship. I do not know of anything that could be done at this time 
that would be more helpful to Italy, and to the establishment and 
continuance of the relations that we desire to maintain with Italy, 
than the recognition of the equity of this case; and as I say, recog- 
nizing that equity with regard to the ship, the recognition that when 
we use a ship for our benent we should pay a proper 6um and that just 
compensation should be considered as a part of the agreement. I 
thank you very much. 

Senator Moses. Are you planning to put in the record any of the 
documents you have here with reference to stockholders ? 

Mr. Hughes. I would suggest, if you will permit Mr. Sandford 
to make such suggestions with regard to the papers that he has been 
very industriously gathering with regard to that, it would save me, 
as i would have to get it from him and transmit it to the committee. 

The Chairman. Yes; certainly. 

Mr. Hughes. But I would make it plain that we have been at great 
pains to get all the facts, and they are here for your consideration ; 
and it seems to me it would be useful as showing the absolute divest- 
ing of Austrian ownership. 

The Chairman. You mean to have these printed in the report of 
Judge Hughes's argument? 

Senator Moses. Yes. 

The Chairman. That could be done. 

Mr. Hughes. Mr. Sandford tells me he has all these papers here, 
and he will give them to the committee and then the committee may 
make such examination and use of them as is desired. 
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Senator Pomerene. Are those exhibits goin^ to be rather volumi- 
nous? 

Mr. Sandford. Yes; they are very voluminous. 

Senator Pomerene. Can you not prepare for us, then, a summary 
of them? 

The Chairman. We do not need to print all those affidavits. 

Senator Pomerene. No. 

Senator Moses. I would like to ^et into the record a statement of 
these four affidavits as to the shares formerly held by the North Ger- 
man Lloyd and the Hamburg-American. 

The Chairman. We are much obliged to you Mr. Justice. 

Mr. Hughes. I am greatly indebted to you for this hearing. 

(Thereupon at 12.30 o'clock p. m. the committee adjourned.) 



APPENDIX. 



SYNOPOSIS OF THE AFFIDAVITS OF THE OWNERSHIP OF THE STOCK OF COSULICEC 
SOCIETA TRIESTINA DI NAV16AZT0NE PRESENTED TO THE COMMITTEE. 

The affidavits are made by the officers of banks — with which stock certifi- 
cates were deposited for safe-keeping by the owners. In Europe the general 
practice i? to have stock certificates made out to bearer instead of in the name 
of an individual. These ' certificates pass by delivery and dividends are paid 
on presentation of coupons attached to the certificates. The general practice, 
likewise, is for stockholders to deposit their certificates with banks and to re- 
ceive credit therefor on the books of the bank, the bank attending to dividend 
collections, etc. 

Of the total issue of 120,000 shares the affidavits show that in February, 1920, 
Persons of Trieste and other parts of Italia Irredenta (now Italy) and Shares. 

Jugoslavia owned ___. 97, 009 

Persons of other places (excluding Germans, Austrians, Hungarians, 

Bulgarians, and Turks as these countries exist to-day) owned 4,457 

Germans, Austrians, Hungarians, Bulgarians, and Turks owned 3, 543 

Unaccounted for because not on deposit in bank 14,991 

Total 120, 000 

The affidavits show that in July, 1914, 

Persons of Trieste and other parts of Italia Irredenta (now Italy) and Shares. 

Jugoslovakia owned 64, 282 

Persons of other nationality (excluding Germans, Austrians, Hunga- 
rians, Bulgarians, and Turks, as those countries exist to-day) owned. 6,083 

Germans, Austrians, Hungarians, Bulgarians, and Turks, as those 

countries exist to-day, owned 36,216 

Unaccounted for because not on deposit in bank 13, 419 

Total 120, 000 

The affidavits show that of the 36,216 shares enemy held in July, 1914, 35,235 
shares belonged to four Vienna banks, as follows: 

Shares. 

Wiener Bank 9, 720 

Oester-Credit-Austal ffir Handel Gewerbe 8,505 

Allg. Oest Boden-Credit-Austal 8, 505 

Oesterreichhische Lauderbank 8,505 

Total 35,235 

This 35,235 shares of stock was transferred on May 9, 1914, when, after a 
year of negotiation, these four Vienna banks and the Banca Commerciale Tri- 
estina bought absolutely from the Hamburg-American Line and the North 
German Lloyd the entire stock holdings of said German steamship companies, 
amounting altogether to 37,665 shares, of which Banca Commerciale took 2,430. 
The four Vienna banks sold 12,035 shares early in 1917, the purchasers of which 
have not been ascertained. They sold the remaining 23,200 shares in February^ 
1919, to Fratelli Cosulich and Banca Commerciale Triestina. 
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